Customs BULLETIN 
AND DECISIONS 


Weekly Compilation of 
Decisions, Rulings, Regulations, Notices, and Abstracts 
Concerning Customs and Related Matters of the 
U.S. Customs Service 
U.S. Court of Appeals for the Federal Circuit 
and 


U.S. Court of International Trade 


VOL. 35 MARCH 7, 2001 


This issue contains: 
U.S. Customs Service 
General Notices 





NOTICE 


The decisions, rulings, regulations, notices and abstracts which are 
published in the Customs BULLETIN are subject to correction for 
typographical or other printing errors. Users may notify the U.S. 
Customs Service, Office of Finance, Logistics Division, National Support 
Services Center, Washington, DC 20229, of any such errors in order 
that corrections may be made before the bound volumes are published. 


Please visit the U.S. Customs Web at: 
http://www.customs.gov 


For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402 





U.S. Customs Service 


General Notices 


QUARTERLY IRS INTEREST RATES USED IN CALCULATING 
INTEREST ON OVERDUE ACCOUNTS AND REFUNDS ON CUS- 
TOMS DUTIES 


AGENCY: Customs Service, Treasury. 
ACTION: General notice. 


SUMMARY: This notice advises the public of the quarterly Internal 
Revenue Service interest rates used to calculate interest on overdue 
accounts (underpayments) and refunds (overpayments) of Customs 
duties. For the quarter beginning January 1, 2001, the interest rates 
for overpayments will be 8 percent for corporations and 9 percent for 
non-corporations, and the interest rate for underpayments will be 9 
percent. This notice is published for the convenience of the import- 
ing public and Customs personnel. 


EFFECTIVE DATE: January 1, 2001. 


FOR FURTHER INFORMATION CONTACT: Ronald Wyman, Account- 
ing Services Division, Accounts Receivable Group, 6026 Lakeside Bou- 
levard, Indianapolis, Indiana 46278, (317) 298-1200, extension 1349. 


SUPPLEMENTARY INFORMATION: 
BACKGROUND 


Pursuant to 19 U.S.C. 1505 and Treasury Decision 85—93, published 
in the Federal Register on May 29, 1985 (50 FR 21832), the interest 
rate paid on applicable overpayments or underpayments of Customs 
duties shall be in accordance with the Internal Revenue Code rate 
established under 26 U.S.C. 6621 and 6622. Section 6621 was amended 
(at paragraph (a)(1)(B) by the Internal Revenue Service Restructuring 
and Reform Act of 1998, Pub.L. 105-206, 112 Stat. 685) to provide 
different interest rates applicable to overpayments: one for corpora- 
tions and one for non-corporations. 

The interest rates are based on the short-term Federal rate and 
determined by the Internal Revenue Service (IRS) on behalf of the 
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Secretary of the Treasury on a quarterly basis. The rates effective 
for a quarter are determined during the first-month period of the 
previous quarter. 

In Revenue Ruling 2000-57 (see, 2000-50 IRB 579, dated December 
11, 2000), the IRS determined the rates of interest for the second 
quarter of fiscal year (FY) 2001 (the period of January 1 — March 31, 
2001). The interest rate paid to the Treasury for underpayments will 
be the short-term Federal rate (6%) plus three percentage points (3%) 
for a total of nine percent (9%). For corporate overpayments, the 
rate is the Federal short-term rate (6%) plus two percentage points 
(2%) for a total of eight percent (8%). For overpayments made by 
non-corporations, the rate is the Federal short-term rate (6%) plus 
three percentage points (3%) for a total of nine percent (9%). These 
interest rates are subject to change the third quarter of FY-2001 (the 
period of April 1 — June 30, 2001). 

For the convenience of the importing public and Customs person- 
nel the following list of IRS interest rates used, covering the period 
from before July of 1974 to date, to calculate interest on overdue 
accounts and refunds of Customs duties, is published in summary 
format. 


Beginning Ending Under- Over- Corporate 
Date Date payments payments Overpay- 
(percent) (percent) ments 


(Eff. 1-1-99) 
(percent) 


Prior to 

070174 063075 
070175 013176 
020176 013178 
020178 013180 
020180 013182 
020182 123182 
010183 063083 
070183 123184 
010185 063085 
070185 123185 
010186 063086 
070186 123186 





010187 
100187 
010188 
040188 
100188 
040189 
100189 
040191 
010192 
040192 
100192 
070194 
100194 
040195 
070195 
040196 
070196 
040198 
010199 
040199 
040100 


093087 
123187 
033188 
093088 
033189 
093089 
033191 
123191 
033192 
093092 
063094 
093094 
033195 
063095 
033196 
063096 
033198 
123198 
033199 
033100 
033101 
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Dated: February 21, 2001. 
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CHARLES W. WINWOOD, 
Acting Commissioner of Customs 


[Published in the Federal Register, February 26, 2001 (66 FR 11632)] 





U.S. Customs Service 


February 21, 2001 


Department of the Treasury 
Office of the Commissioner of Customs 
Washington, D.C. 


The following documents of the United States Customs Service, 
Office of Regulations and Rulings, have been determined to be of 
sufficient interest to the public and U.S. Customs field offices to 
merit publication in the Customs BULLETIN. 


STUART P. SEIDEL, 
Assistant Commissioner, 
Office of Regulations and Rulings. 





U.S. Customs Service 


General Notices 


PROPOSED MODIFICATION OF RULING LETTER AND REVOCA- 
TION OF TREATMENT RELATING TO THE COUNTRY OF ORIGIN 
MARKING REQUIREMENTS APPLICABLE TO LIQUID CRYSTAL 
DISPLAY WATCHES 


AGENCY: U.S. Customs Service, Department of Treasury. 


ACTION: Notice of proposed modification of ruling letter and revoca- 
tion of treatment relating to the country of origin of liquid crystal 
display watches for marking purposes. 


SUMMARY: Pursuant to section 625(c)(1), Tariff Act of 1930 (19 U.S.C. 
1625(c)(1)), as amended by section 623 of Title VI (Customs Modern- 
ization) of the North American Free Trade Agreement Implementa- 
tion Act (Pub.L. 103-182, 107 Stat. 2057), this notice advises inter- 
ested parties that Customs intends to modify a ruling pertaining to 
the country of origin of liquid crystal display watches for marking 
purposes and revoke any treatment previously accorded by the Cus- 
toms Service to substantially identical transactions. Comments are 
invited on the correctness of the proposed action. 


DATE: Comments must be received on or before April 6, 2001. 


ADDRESS: Written comments (preferably in triplicate) are to be ad- 
dressed to U.S. Customs Service, Office of Regulations and Rulings, 
Attention: Commercial Rulings Division, 1300 Pennsylvania Avenue, 
N.W., Washington, D.C. 20229. Comments submitted may be inspected 
at the same address during regular business hours. 


FOR FURTHER INFORMATION CONTACT: Kristen K. Ver Steeg, 
Special Classification and Marking Branch, (202) 927-2327. 


SUPPLEMENTARY INFORMATION: 
BACKGROUND 
On December 8, 1993, Title VI (Customs Modernization), of the 
North American Free Trade Agreement Implementation Act (Pub.L. 
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103-182, 107 Stat. 2057 (hereinafter “Title VI”), became effective. Title 
VI amended many sections of the Tariff Act of 1930, as amended and 
related laws. Two new concepts which emerge from the law are “in- 
formed compliance” and “shared responsibility.” These con- 
cepts are premised on the idea that in order to maximize voluntary 
compliance with Customs laws and regulations, the trade community 
needs to be clearly and completely informed of its legal obligations. 
Accordingly, the law imposes a greater obligation on Customs to pro- 
vide the public with improved information concerning the trade 
community’s responsibilities and rights under the Customs and re- 
lated laws. In addition, both the trade and Customs share responsi- 
bility in carrying out import requirements. For example, under sec- 
tion 484 of the Tariff Act of 1930, as amended (19 U.S.C. 1484), the 
importer of record is responsible for using reasonable care to enter, 
classify and value imported merchandise, and provide any other in- 
formation necessary to enable Customs to properly assess duties, col- 
lect accurate statistics and determine whether any other applicable 
legal requirement is met. 

Pursuant to section 625(c)(1), Tariff Act of 1930 (19 U.S.C. 1625(c)(1)), 
as amended by section 623 of Title VI (Customs Modernization) of the 
North American Free Trade Agreement Implementation Act (Pub.L. 
103-182, 107 Stat. 2057), this notice advises interested parties that 
Customs intends to modify a ruling letter pertaining to the country of 
origin marking of LCD watches imported into the United States. Al- 
though in this notice Customs is specifically referring to Headquar- 
ters Ruling Letter (HRL) 560202, dated December 20, 1996, this no- 
tice covers any rulings on this merchandise which may exist but have 
not been specifically identified. Customs has undertaken reasonable 
efforts to search existing databases for rulings in addition to the one 
identified. No further rulings have been found. This notice will cover 
any rulings on this merchandise that may exist but have not been 
specifically identified. Any party who has received an interpretive 
ruling or decision (i.e., ruling letter, internal advice memorandum or 
decision or protest review decision) on the merchandise subject to 
this notice, should advise Customs during this notice period. 

Similarly, pursuant to section 625(c)(2), Tariff Act of 1930 (19 U.S.C. 
1625(c)(2)), as amended by section 623 of Title VI, Customs intends to 
revoke any treatment previously accorded by Customs to substan- 
tially identical transactions. This treatment may, among other rea- 
sons, be the result of the importer’s reliance on a ruling issued to a 
third party, Customs personnel applying a ruling of a third party to 
importations of the same or similar merchandise, or the importer’s 
or Customs previous interpretation of the Harmonized Tariff Sched- 
ule of the United States (HTSUS). Any person involved in substan- 
tially identical transactions should advise Customs during this notice 
period. An importer’s failure to advise Customs of substantially iden- 
tical transactions or of a specific ruling not identified in this notice, 
may raise issues of reasonable care on the part of the importer or his 
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agents for importations of merchandise subsequent to this notice. 

In HRL 560202, Customs considered LCD watches assembled in 
China with components from China, Singapore, Japan and Hong Kong. 
In that case, Customs determined that the integrated circuit was the 
component which functions as the “watch movement” of an LCD watch, 
and where the integrated circuits were the product of Singapore, held 
that the marking, “Designed in USA, Made in Singapore” was accept- 
able for purposes of 19 U.S.C. 1304. It has long been Customs posi- 
tion that the origin of a watch or clock is the country of manufacture 
of the watch or clock movement. HRL 560202 is set forth as Attach- 
ment A to this document. 

Upon reconsideration, however, we find that the position taken by 
Customs in HRL 560202, supra, regarding the country of origin of the 
article, was erroneous. As a result of further review, it is our deter- 
mination that the integrated circuit, by itself, is not capable of deter- 
mining intervals of time and thus, does not meet the definition of 
“watch movements” provided in Note 3, Chapter 91 of the Harmo- 
nized Tariff Schedule of the United States (HTSUS). Instead, the 
“movement” of a watch with a liquid crystal display consists of the 
following components: the printed circuit board (PCB), resistors, ca- 
pacitors, piezoelectric quartz crystal, integrated circuit, transistor, 
coils and electroluminescent (EL) circuit driver, the liquid crystal 
device, elastomeric or conductive connectors and electroluminescent 
lamp polarizers. 

Accordingly, Customs, pursuant to 19 U.S.C. 1625(c)(1), intends to 
modify HRL 560202, and any other ruling not specifically identified, 
to reflect this position, pursuant to the analysis set forth in Proposed 
Headquarters ruling 561945, which is set forth as Attachment B to 
this document. Additionally, pursuant to 19 U.S.C. 1625(c)(2), Cus- 
toms intends to revoke any treatment previously accorded by Cus- 
toms to substantially similar transactions. Before taking this action, 
consideration will be given to any written comments timely received. 
Before taking this action, consideration will be given to any written 
comments timely received. 


Dated: February 16, 2001. 


My tes Harmon, 
(for John Durant, Director, 
Commercial Rulings Division.) 


[Attachments] 
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[ATTACHMENT A] 


December 20, 1996 
MAR-05 RR:TC:SM 560202 KKV 
Category: Classification 


Mr. CuHarLEs S. CosTER 
Time/By DEsIGN 

277 Mt. Auburn Street 
Cambridge, MA 02138 


Re: Country of origin marking for imported watches designed in the U.S. 


Dear Mr. Coster: 

This is in response to your letter dated November 12, 1996, which requests a 
ruling concerning the country of origin marking requirements for imported watches 
which have been designed in the United States and assembled in China with 
components from China, Japan, Hong Kong and Singapore. Your letter incorpo- 
rates by reference the facts contained in your earlier correspondence dated March 
27, 1996. Additionally, a sample of the watch case without a watch strap has been 
submitted for our consideration. 


Facts: 


You indicate that Time/By Design plans to import liquid crystal display (LCD) 
watches into the United States which were designed in the United States. Inte- 
grated circuits from Singapore and other watch components from Japan and Hong 
Kong are sent to China, where they are combined with other components from 
China and assembled into finished LCD watches and exported to Hong Kong for 


shipment to the U.S. You propose to mark the watches, “Designed in USA. Made 
in Singapore” stamped into the reverse side of the metal watch case. 


Issue: 


What are the country of origin marking requirements for finished LCD watches 
assembled in China of components from Singapore, Japan, China and Hong Kong? 


Law and Analysis: 


Section 304 of the Tariff Act of 1930, as amended (19 U.S.C. 1304), provides that 
unless excepted, every article of foreign origin imported into the U.S. shall be 
marked in a conspicuous place as legibly, indelibly, and permanently as the nature 
of the article (or its container) will permit, in such a manner as to indicate to the 
ultimate purchaser in the U.S. the English name of the country of origin of the 
article. Congressional intent in enacting 19 U.S.C. 1304 was “that the ultimate 
purchaser should be able to know by an inspection of the marking on the imported 
goods the country of which the goods is the product. The evident purpose is to 
mark the goods so that at the time of purchase the ultimate purchaser may, by 
knowing where the goods were produced, be able to buy or refuse to buy them, if 
such marking should influence his will.” United States v. Friedlander & Co., 27 
C.C.P.A. 297 at 302; C.A.D. 104 (1940). 

We note that while additional U.S. Note 4, Chapter 91, HTSUS, contains special 
marking requirements for certain watches, they are not applicable to “[m]ovements 
with opto-electronic display only and cases designed for use therewith.” Because 
the watches at issue are specifically excepted from the special marking require- 
ments set forth in additional U.S. Note 4, the articles must comply with the gen- 
eral marking requirements set forth in 19 U.S.C. 1304. 

Part 134, Customs Regulations (19 CFR Part 134), implements the country of 
origin marking requirements and exceptions of 19 U.S.C. 1304. Section 134.46, 
Customs Regulations (19 CFR 134.46), contains more restrictive marking require- 
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ments designed to alleviate the possibility of misleading an ultimate purchaser 
with regard to the country of origin of an imported article. Specifically, 19 CFR 
134.46 requires that, in instances where the name of any city or locality in the 
U.S., or the name of any foreign country or locality other than the name of the 
country or locality in which the article was manufactured or produced, appears on 
an imported article or its container, there shall appear, legibly and permanently, in 
close proximity to such words, letters or name, and in at least a comparable size, 
the name of the country of origin preceded by “Made in,” “Product of,” or other 
words of similar meaning. Customs has ruled that in order to satisfy the close 
proximity requirement, the country of origin marking must appear on the same 
side(s) or surface(s) in which the name of the locality other than the country of 
origin appears ( See HQ 708994, dated April 24, 1978). 

In the instant case, integrated circuits from Singapore and other watch compo- 
nents from Japan and Hong Kong are exported to China, where they are com- 
bined with additional components from China and assembled into finished watches. 
The finished watches are sent to Hong Kong for exportation to the U.S. 

It has long been Customs position that the origin of a watch or clock is the 
country of manufacture of the watch or clock movement. Although the addition of 
the hands, dial, case or watchband may add definition to the timepiece, it does not 
substantially change the character or use of the watch or clock movement, which 
is the essence of the watch or clock (See Headquarters Ruling Letter 735197, dated 
January 4, 1994). Note 3, Chapter 91 of the Harmonized Tariff Schedule of the 
United States (HTSUS) states: 


For the purposes of this chapter, the expression “watch movements” means 
devices regulated by a balance wheel and hairspring, quartz crystal or any 
other system capable of determining intervals of time, with a display or a 
system to which a mechanical display can be incorporated. Such watch move- 
ments shall not exceed 12 mm in thickness and 50 mm in width, length or 
diameter. [Emphasis ours.] 


The watch in question has a liquid crystal display; your letter indicates that the 
integrated circuit is the component which functions as the watch movement for 
this type of watch. Under the manufacturing scenario you propose, because the 
integrated circuit, which is the system capable of determining intervals of time, is 
a product of Singapore, the origin of the finished watches assembled in China is 
Singapore. 

Additionally, with regard to the watch strap or band, Customs has determined 
that watch strap must be separately marked when its country of origin is different 
than the watch. This is because the attachment of the watch strap to the watch 
does not effect a substantial transformation of the watch strap; after attachment, 
the strap maintains its separate identity. See HQ 734565 (October 16, 1993). There- 
fore, the country of origin of the watch strap must appear legibly, conspicuously, 
and permanently whether imported together with the watch or separately. 

With regard to your proposed marking, we note that Customs has previously 
allowed the phrase “designed in” to be used in conjunction with country of origin 
information. In Headquarters Ruling Letter (HRL) 726695 (dated October 19, 
1984), Customs ruled that the words “Designed in West Germany” could appear on 
packages of imported ornaments so long as the requirements of 19 CFR 134.46 
and the requirements of 19 U.S.C. 1304 were satisfied. Likewise, in HRL 734144 
(dated July 5, 1991) Customs held that a label marked “Designed in U.S.A.” with 
the words “Made in (Country of Origin)” in close proximity and in the same size 
and color as the words “Designed in U.S.A.” satisfies the marking requirements of 
19 U.S.C. 1304 and 19 CFR 134.46 so long as the words “Made in (Country of 
Origin)” are legible, conspicuous and permanent. Therefore, in regard to the 
watches you plan to import, because the origin of the watch is Singapore, the 
marking “Designed in USA. Made in Singapore” stamped into the reverse side of 
the metal watch case would be acceptable to Customs. 
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Holding: 


The country of origin of a LCD watch assembled in China utilizing an integrated 
circuit from Singapore and other watch components from China, Japan and Hong 
Kong, is Singapore and must be marked accordingly. Additionally, the watch strap 
of the finished watch must be marked with its separate country of origin. 

The phrase “Designed in USA.” with the words “Made in Singapore” in close 
proximity and in the same size and color as the words “Designed in U.S.A.” satis- 
fies the marking requirements of 19 U.S.C. 1304 and 19 CFR 134.46 if the words 
“Made in Singapore” are legible, conspicuous and permanent. 

A copy of this ruling letter should be attached to the entry documents filed at the 
time the goods are entered. If the documents have been filed without a copy, this 


ruling should be brought to the attention of the Customs officer handling the 
transaction. 


JOHN DurRANT, 
Director, 
Tariff Classification and Appeals Division. 


[ATTACHMENT B] 


MAR-05 RR:TC:SM 561945 KKV 
Category: Marking 


Mr. CHARLES S. COSTER 
Time/By DEsIGN 

277 Mt. Auburn Street 
Cambridge, MA 02138 


Re: Country of origin marking for imported watches designed in the U.S. and 
manufactured abroad; identity of components which comprise the “move- 
ment” of a watch with a liquid crystal display. 


Dear Mr. CostTEr: 


This is in regard to Headquarters Ruling Letter (HRL) 560202, that was issued 
to you on December 20, 1995, which addressed the country of origin marking of 
imported liquid crystal display (LCD) watches. We have reviewed this ruling in 
light of another matter currently before us on substantially similar merchandise 
and have determined that a portion of HRL 560202, supra, is incorrect with regard 
to the issue of the identity of the components that constitute the “watch move- 
ment.” Therefore, this ruling modifies HRL 560202 to the extent described below. 


Facts: 


You indicate that Time/By Design plans to import liquid crystal display (LCD) 
watches into the United States that were designed in the United States. Inte- 
grated circuits from Singapore and other watch components from Japan and Hong 
Kong are sent to China, where they are combined with other components from 
China and assembled into finished LCD watches and exported to Hong Kong for 
shipment to the U.S. You propose to mark the watches, “Designed in USA, Made 
in Singapore” stamped into the reverse side of the metal watch case. 


Issue: 


What are the components that comprise the “movement” of a watch with a 
liquid crystal display for country of origin marking purposes? 
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Law and Analysis: 


Section 304 of the Tariff Act of 1930, as amended (19 U.S.C. 1304), provides that 
unless excepted, every article of foreign origin imported into the U.S. shall be 
marked in a conspicuous place as legibly, indelibly, and permanently as the nature 
of the article (or its container) will permit, in such a manner as to indicate to the 
ultimate purchaser in the U.S. the English name of the country of origin of the 
article. Congressional intent in enacting 19 U.S.C. 1304 was “that the ultimate 
purchaser should be able to know by an inspection of the marking on the imported 
goods the country of which the goods is the product. The evident purpose is to 
mark the goods so that at the time of purchase the ultimate purchaser may, by 
knowing where the goods were produced, be able to buy or refuse to buy them, if 
such marking should influence his will.” United States v. Friedlander & Co., 27 
C.C.P.A. 297 at 302; C.A.D. 104 (1940). 

We note that while additional U.S. Note 4, Chapter 91, HTSUS, contains special 
marking requirements for certain watches, they are not applicable to “[m]ovements 
with opto-electronic display only and cases designed for use therewith.” Because 
the watches at issue are specifically excepted from the special marking require- 
ments set forth in additional U.S. Note 4, the articles must comply with the gen- 
eral marking requirements set forth in 19 U.S.C. 1304. 

In the instant case, integrated circuits from Singapore and other watch compo- 
nents from Japan and Hong Kong are exported to China, where they are com- 
bined with additional components from China and assembled into finished watches. 
The finished watches are sent to Hong Kong for exportation to the U.S. It has long 
been Customs position that the origin of a watch or clock is the country of manu- 
facture of the watch or clock movement. Although the addition of the hands, dial, 
case or watchband may add definition to the timepiece, it does not substantially 
change the character or use of the watch or clock movement, which is the essence 
of the watch or clock (See Headquarters Ruling Letter 735197, dated January 4, 1994). 

Based upon the information provided, Customs determined in HRL 560202, 
dated December 20, 1995, that the integrated circuit is the component which 
functions as the watch movement for a watch with a liquid crystal display and held 
that where the integrated circuit was a product of Singapore, the statement “De- 
signed in USA, Made in Singapore” met the special marking requirements of 19 
CFR 134.46 and was acceptable for purposes of 19 U.S.C. 1304. 

Upon review, however, we note that while the issue of the appropriate country 
of origin marking was discussed in some detail, the issue of the identity of the 
components which comprise the “movement” of watch with a liquid crystal display 
was not addressed with particularity. Therefore, we revisit this issue here. 

Note 3, Chapter 91 of the Harmonized Tariff Schedule of the United States 
(HTSUS) states: 


For the purposes of this chapter, the expression “watch movements” means 
devices regulated by a balance wheel and hairspring, quartz crystal or any 
other system capable of determining intervals of time, with a display or a 
system to which a mechanical display can be incorporated. Such watch 
movements shall not exceed 12 mm in thickness and 50 mm in width, length 
or diameter. [Emphasis ours] 


In general, an LCD watch consists of the following major components: 

a) liquid crystal display (LCD) subassembly consisting of a liquid crystal 
device, elastomeric or conductive rubber connectors, and electrolumi- 
nescent (EL) lamp polarizers; 
electronic subassembly consisting of a printed circuit board (PCB), resis- 
tors, capacitors, piezoelectric quartz crystal, microprocessor integrated 


circuit, coils and an EL driver integrated circuit; 


a plastic module frame into which the other pieces fit; 
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d) electrical switches and springs which enable the user to activate the 
merchandise functions described above; and 


e) a battery, to supply electrical current to operate the article. 


In an LCD watch, time division and regulation is accomplished by the quartz 
piezoelectric oscillator which, when placed in an electric field, vibrates (oscillates), 
thus creating the electrical impulse which is translated by the integrated elec- 
tronic circuitry to operate the watch. When supplied with electrical power from 
the battery, the integrated circuit generates and controls the oscillation of the 
crystal in accordance with its stored instruction (program). As the oscillator vi- 
brates, the pulses are sent to a microchip which counts the pulses and instructs 
the LCD to change the information displayed as “hours,” “minutes” and “seconds.” 
Accordingly, neither the integrated circuit nor the piezoelectric quartz crystal, 
acting alone, is a “system capable of determining intervals of time” within the 
meaning of Note 3.. Therefore, upon reconsideration of the underlying facts, we 
are of the opinion that, to the extent that HRL 560202, supra, held that a “watch 
movement” of a LCD watch was the integrated circuit alone, that portion of the 
decision is incorrect. Instead, intervals of time may only be determined by the 
combination of components listed as the “electronic subassembly.” Although the 
LCD subassembly does not measure or determine intervals of time, but merely 
displays them, the language of Note 3 defines “watch movements” as “devices 
regulated by a...quartz crystal or any other system capable of determining inter- 
vals of time, with a display” (emphasis added). Therefore, based upon the infor- 
mation provided, the components which comprise the “watch movement” of the 
subject LCD watch are those components listed as comprising both the electronic 
subassembly and the LCD subassembly: the printed circuit board (PCB), resistors, 
capacitors, piezoelectric quartz crystal, integrated circuit, transistor, coils and elec- 
troluminescent (EL) circuit driver, the liquid crystal device, elastomeric or conduc- 
tive rubber connectors and electroluminescent lamp polarizers. 

With regard to the watches at issue here, it is unclear whether, at the time of 
importation into China for final assembly, the integrated circuit has been as- 
sembled together with any other components. Based upon the above analysis, the 
country of origin of the subject watches is be the country of origin in which the 
printed circuit board (PCB), resistors, capacitors, piezoelectric quartz crystal, inte- 
grated circuit, transistor, coils and electroluminescent (EL) circuit driver, the liq- 
uid crystal device, elastomeric or conductive rubber connectors and electrolumi- 
nescent lamp polarizers are assembled together to form the “watch movement” 
and the finished articles must be marked accordingly. 


Holding: 


Pursuant to Note 3, Chapter 91, HTSUS, the components of an LCD watch 
which are “...devices regulated by a...quartz crystal or any other system capable of 
determining intervals of time, with a display” and thus, constitute the “watch 
movement” for the subject LCD watches are: the printed circuit board (PCB), 
resistors, capacitors, piezoelectric quartz crystal, integrated circuit, transistor, coils 
and electroluminescent (EL) circuit driver, the liquid crystal device, elastomeric or 
conductive rubber connectors and electroluminescent lamp polarizers. 

HRL 560202, dated December 20, 1996, is modified accordingly. 

A copy of this ruling letter should be attached to the entry documents filed at the time 
this merchandise is entered. If the documents have been filed without a copy, this ruling 
should be brought to the attention of the Customs officer handling the transaction. 


JOHN DURANT, 
Director, 
Commercial Rulings Division. 
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PROPOSED MODIFICATION OF RULING LETTERS AND REVO- 
CATION OF TREATMENT RELATING TO TARIFF CLASSIFICA- 
TION OF ASTEEL SETTING TOOL FOR DROP-IN ANCHORS 


AGENCY: U.S. Customs Service, Department of the Treasury. 


ACTION: Notice of proposed modification of ruling letters and revo- 
cation of treatment relating to the classification of a steel setting tool 
for drop-in anchors. 


SUMMARY: Pursuant to section 625(c), Tariff Act of 1930 (19 U.S.C. 
1625 (c)), as amended by section 623 of Title VI (Customs Modernization) 
of the North American Free Trade Agreement Implementation Act 
(Pub. L. 103-182, 107 Stat. 2057), this notice advises interested parties 
that Customs intends to modify two rulings and to revoke any treatment 
previously accorded by Customs to substantially identical transactions, 
concerning the tariff classification of a steel setting tool for drop-in an- 
chors, under the Harmonized Tariff Schedule of the United States (HTSUS). 
Comments are invited on the correctness of the intended action. 


DATE: Comments must be received on or before April 6, 2001. 


ADDRESS: Written comments are to be addressed to the U.S. Cus- 
toms Service, Office of Regulations & Rulings, Attention: Regulations 
Branch, 1300 Pennsylvania Avenue.N.W., Washington, D.C. 20229. 
Comments submitted may be inspected at the same address. 


FOR FURTHER INFORMATION CONTACT: Andrew M. Langreich, 
General Classification Branch: (202) 927-2318. 


SUPPLEMENTARY INFORMATION: 
BACKGROUND 


On December 8, 1993, Title VI (Customs Modernization), of the 
North American Free Trade Agreement Implementation Act (Pub. L. 
103-182, 107 Stat. 2057) (hereinafter “Title VI”), became effective. 
Title VI amended many sections of the Tariff Act of 1930, as amended, 
and related laws. Two new concepts, which emerge from the law, are 
“informed compliance” and “shared responsibility.” These con- 
cepts are premised on the idea that in order to maximize voluntary 
compliance with Customs laws and regulations, the trade community 
needs to be clearly and completely informed of its legal obligations. 
Accordingly, the law imposes a greater obligation on Customs to pro- 
vide the public with improved information concerning the trade 
community’s responsibilities and rights under the Customs and re- 
lated laws. In addition, both the trade and Customs share responsi- 
bility in carrying out import requirements. For example, under sec- 
tion 484 of the Tariff Act of 1930, as amended (19 U.S.C. §1484), the 
importer of record is responsible for using reasonable care to enter, 
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classify and value imported merchandise, and provide any other in- 
formation necessary to enable Customs to properly assess duties, 
collect accurate statistics and determine whether any other appli- 
cable legal requirement is met. 

Pursuant to section 625(c)(1), Tariff Act of 1930 (19 U.S.C. 1625 (c)(1)), 
as amended by section 623 of Title VI, this notice advises interested 
parties that Customs intends to modify New York Ruling Letters (NY) 
A89247 and A89248, both dated November 12, 1996, which pertain to 
the classification of, among other articles, a steel setting tool for drop- 
in anchors. NY A89247 and A89248 are set forth as “Attachment A” 
and “Attachment B,” respectively, to this document. 

Although in this notice Customs is specifically referring to two rulings, 
NY A89247 and A89248, this notice covers any rulings on this mer- 
chandise that may exist but has not been specifically identified. Cus- 
toms has undertaken reasonable efforts to search existing databases; 
no further rulings have been found. Any party who has received an 
interpretive ruling or decision (/.e., ruling letter, internal advice memo- 
randum or decision or protest review decision) on the merchandise 
subject to this notice, other than the referenced rulings (see above), 
should advise Customs during this notice period. Similarly, pursuant 
to section 625(c)(2), Tariff Act of 1930 (19 U.S.C. 1625(c)(2)), as amended 
by section 623 of Title VI, Customs intends to revoke any treatment 
previously accorded by Customs to substantially identical transac- 
tions. This treatment may, among other reasons, be the result of the 
importer’s reliance on a ruling issued to a third party, Customs per- 
sonnel applying a ruling of a third party to importations of the same 
or similar merchandise, or the importer’s or Customs previous inter- 
pretation of the HTSUS. Any person involved in substantially identi- 
cal transactions should advise Customs during this notice period. An 
importer’s failure to advise Customs of substantially identical trans- 
actions or of a specific ruling not identified in this notice, may raise 
issues of reasonable care on the part of the importer or his agents for 
importations of merchandise subsequent to this notice. 

Customs, pursuant to 19 U.S.C. 1625(c)(1), intends to modify NY 
A89247 and A89248 and to revoke any other ruling not specifically 
identified, to reflect the proper classification of the merchandise pursuant 
to the analysis set forth in Proposed HQ 962307 (see “Attachment C” 
to this document). Additionally, pursuant to 19 U.S.C. 1625(c)(2), Cus- 
toms intends to revoke any treatment previously accorded by Cus- 
toms to substantially identical transactions. Before taking this action, 
consideration will be given to any written comments timely received. 


Dated: February 16, 2001. 


Marvin AMERNICK, 
(for John Durant, Director, 
Commercial Rulings Division.) 


[Attachments] 
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[ATTACHMENT A] 


November 12, 1996 
CLA-2-73:RR:NC:1:118 A89247 
Category: Classification 

Tariff No. 7318.19.0000; 7326.90.8585 


Mr. JEFF GREEN 

V.P. oF OPERATIONS 

M. GREEN Co. 

3375 Homestead Road #10 
Santa Clara, CA 95051 


Re: The classification of a steel drop-in anchor and setting tool from China. 


Dear Mr. GREEN: 

This is in response to your request for a classification ruling dated November 1, 
1996. 

You have enclosed two samples. The first sample which you refer to as a 1/4 
inch steel drop-in is a cylindrical item which is 1 inch in length with a threaded 
internal chamber approximately 1/3 inch in depth. The opposite end of the item is 
split across both axes and continues into four open seams running half the length 
of the cylinder. This anchor is sunk into concrete or stone and threaded rods, 
screws or bolts are screwed into the anchor making the threaded chamber of the 
anchor expand. The second item, the setting tool, is a two section dowel composed 
of steel, approximately 4 1/2 inches in length. The dowel is approximately 3/8 of an 
inch in diameter for most of its length. The last 5/8 inches of the dowel is 1/8 inch 
in diameter. The tool operates by inserting the narrow end into the chamber of 
the anchor and then the anchor is driven into a pre-made hole by hammering on 
the end of the tool. 

The drop-in anchor will be classified in subheading 7318.19.0000 Harmonized 
Tariff Schedule of the United States (HTS), which provides for Screws, bolts 
nuts...... and similar articles, of iron or steel: Threaded articles: Other. The rate of 
duty is 5.7 percent ad valorem. 

The setting tool will be classified in subheading 7326.90.8585, HTS, which pro- 
vides for Other articles of iron or steel: Other. The rate of duty is 4.6 percent ad 
valorem. 

To our knowledge there are no issues of quota, anti-dumping, or countervailing 
duty restrictions on these items. However you may wish to contact the U.S. 
Department of Commerce for further information and future updates at: 


International Trade Administration 
United States Department of Commerce 
Washington, D.C. 20230. 


This ruling is being issued under the provisions of Part 177 of the Customs 
Regulations (19 C.F.R. 177). 

A copy of the ruling or the control number indicated above should be provided 
with the entry documents filed at the time this merchandise is imported. 

If you have any questions regarding the ruling, contact the office of National 
Import Specialist Kathy Campanelli at 212-466-5492. 


RoceEr J. SILVESTRI, 
Director, 
National Commodity Specialist Division. 
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[ATTACHMENT B] 


November 12, 1996 

CLA-2-79:RR:NC:1:115 A89248 

Category: Classification 

Tariff No. 7907.00.6000; 7326.90.8585; 7318.19.0000 


Mr. JEFF GREEN 

M. GREEN Co. 

3375 Homestead Rd. #10 
Santa Clara, CA 95051 


Re: The tariff classification of shields, anchors, a setting tool, and toggle wings 
from Taiwan. 


Dear Mr. GREEN: 

In your letter dated November 1, 1996, you requested a tariff classification 
ruling. 

The subject items are described as follows: 

1) 1/4" Double Expansion Shields, category 9510 — made of zamac for use in 
concrete, brick or stone with a machine screw or bolt. 

2) 1/4" Lag Shields — Long, category 1055 — made of zamac for use in concrete or 
a mortar joint with a lag bolt. 

3) 1/4" Caulking Machine Screw Anchor, also known as Raw! Calk-In — made of 
zamac for use in concrete, brick or stone with a machine screw or bolt. 

4) Setting Tool for 1/4" Caulking Machine Screw Anchor — made of steel for use 
in installing anchors, drop-ins, etc. The setting tool is actually hammered to 
facilitate the installation. 

5) 3/16 Toggle Wings, category 4020 — made of zinc plated steel and used in block, 
wallboard, plaster and hollow tile. 

Zamac is a trade name for zinc alloy. 

There are no quota or visa restrictions to any of the above described products. 
Furthermore, these products are not further regulated by other government 
agencies. 

The applicable subheading for the expansion shields, lag shields and caulking 
machine screw anchors will be 7907.00.6000, Harmonized Tariff Schedule of the 
United States (HTS), which provides for other articles of zinc, other. The duty rate 
will be 4.6% ad valorem. 

The applicable subheading for the setting tool will be 7326.90.8585, HTS, which 
provides for other articles of iron or steel, other. The duty rate will be 4.6% ad 
valorem. 

The applicable subheading for the toggle wings will be 7318.19.0000, HTS, which 
provides for Screws, bolts, nuts, coach screws, screw hooks, rivets, cotters, cotter 
pins, washers and similar articles, of iron or steel: Threaded articles: Other. The 
duty rate will be 5.7% ad valorem. 

This ruling is being issued under the provisions of Part 177 of the Customs 
Regulations (19 C.F.R. 177). 

A copy of this ruling or the control number indicated above should be provided 
with the entry documents filed at the time this merchandise is imported. If you 
have any questions regarding the ruling, contact National Import Specialist Melvyn 
Birnbaum at 212-466-5487. 


RoGER J. SILVESTRI, 
Director, 
National Commodity Specialist Division. 
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[ATTAC HMENT C] 


CLA-2 RR:CR:GC 962307 AML 
Category: Classification 
Tariff Nos. 8205.59.5560 


Mr. JEFF GREEN 

V.P. or OPERATIONS 

M. GREEN Co. 

3375 Homestead Road #10 
Santa Clara, CA 95051 


Re: Base metal setting tool for drop-in anchors. 


DEAR Mr. GREEN: 

This is in reference to New York Ruling Letters (NY) A89247 and A89248, both 
dated November 12, 1996, which classified, among other articles, a steel setting 
tool for drop-in anchors under subheading 7326.90.8585 of the Harmonized Tariff 
Schedule of the United States (HTSUS), which provides for other articles of iron 
or steel: other. We have reconsidered NY A89247 and A89248 and now believe that 
the classification of the base metal setting tool for the drop-in anchors is incorrect. 
This letter sets forth the correct classification of the setting tool. The classification 
of the other articles in the respective rulings remains the same. 


Facts: 


The setting tool was described in NY A89247 as follows: 


[T]he setting tool, is a two-section dowel composed of steel, approximately 4 1/ 
2 inches in length. The dowel is approximately 3/8 of an inch in diameter for 
most of its length. The last 5/8 inches of the dowel is 1/8 inch in diameter. The 
tool operates by inserting the narrow end into the chamber of the anchor and 
then the anchor is driven into a pre-made hole by hammering on the end of 
the tool. 


The setting tool was described in NY A89248 as follows: 
Setting Tool for 1/4" Caulking Machine Screw Anchor — made of steel for use 


in installing anchors, drop-ins, etc. The setting tool is actually hammered to 
facilitate the installation. 


Although you did not clarify within your original request whether the setting 
tool was going to be packaged together with the anchors, sales literature submit- 
ted with the original requests indicates that there will be one setting tool packaged 
with every 100 anchors. 


Issue: 


Whether the steel setting tool for drop-in anchors is classifiable under subhead- 
ing 7326.90.8585, HTSUS, which provides for other articles of iron or steel, other; 
or under subheading 8205.59.5560, HTSUS, which provides for other iron or steel 
handtool[s] not elsewhere specified or included, other? 


Law and Analysis: 


The classification of merchandise under the HTSUS is governed by the General 
Rules of Interpretation (GRIs). GRI 1, HTSUS, provides, in part, that “for legal 
purposes, classification shall be determined according to terms of the headings 
and any relative section or chapter notes[.]” 
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The HTSUS headings and subheadings under consideration are as follows: 
5 ob 


7326 Other articles of iron or steel: 
Forged or stamped, but not further worked: 


7326.90 Other: 


7326.90.85 


8205 Handtools (including glass cutters) not elsewhere specified or included; 
blow torches and similar self-contained torches; vises, clamps and the 
like, other than accessories for and parts of machine tools; anvils; 
portable forges; hand- or pedal-operated grinding wheels with 
frameworks; base metal parts thereof: 

Other handtools (including glass cutters) and parts thereof: 


Other: 
Other: 


8205.! Other (including parts). 


Customs is satisfied that the drop-in anchors in each of the above-mentioned 
rulings are properly classified. However, the setting tool for the drop-in anchors 
was not properly classified in those rulings. The classification of the setting tool 
will depend on its condition as imported, i.e., whether it is imported with the 
fasteners with which it will be used or whether it is imported separately from any 


other articles. 

When interpreting and implementing the HTSUS, the Explanatory Notes (ENs) 
of the Harmonized Commodity Description and Coding System may be utilized. 
The ENs, while neither legally binding nor dispositive, provide a guiding commen- 
tary on the scope of each heading, and are generally indicative of the proper 
interpretation of the HTSUS. Customs believes the ENs should always be con- 
sulted. See, T.D. 89-90, 54 Fed. Reg. 35127, 35128 (August 23, 1989). 

The ENs to heading 7326, HTSUS, provide, in pertinent part, that: 


This heading covers all iron or steel articles obtained by forging or punching, 
by cutting or stamping or by other processes such as folding, assembling, 
welding, turning, milling or perforating other than articles included in the 
preceding headings of this Chapter or covered by Note 1 to Section XV or 
included in Chapter 82 or 83 or more specifically covered elsewhere in the 
Nomenclature. 


The General Notes to Chapter 85 provide, in pertinent part, that: 
This Chapter includes: 


(A) Tools which, apart from certain specified exceptions (e.g., blades for machine 
saws), are used in the hand (headings 82.01 to 82.05). 

(B) Tools of two or more of the headings 82.02 to 82.05, put up in sets for retail 
sale (heading 82.06). 


The ENs to heading 8205, HTSUS, provide, in pertinent part, that: 

This heading covers all hand tools not included in other headings of this Chapter 
or elsewhere in the Nomenclature[.] 

It includes a large number of hand tools (including some with simple hand-operated 
mechanisms such as cranks, ratchets or gearing). This group of tools includes: 
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(E) Other hand tools (including glaziers’ diamonds) 


This group includes: 


(6) Tools for masons, moulders, cement workers, plasterers, painters, etc., such 
as trowels, smoothers, servers, scrapers and stripping knives, smoothers’ needles 
and cleaners, indentation rollers, glass cutters with cutting wheels, palette knives 
and putty knives. 

(7) Miscellaneous hand tools such as farriers’ paring knives, toeing knives, hoof 
pickers and hoof cutters, cold chisels and punches; . . . metal scrapers , 

Although the term “tool” is not defined in the HTSUS, it is presumed that 
Congress intended to apply its common and commercial meaning. Brookside Ve- 
neers, LTD v. United States, 847 F. 2d 789 (1988). To ascertain the common and 
commercial meaning of a term, dictionaries and other lexicographic authorities 
may be consulted. 

Austin Chem. Co. v. United States, 835 F. 2d 1423 (Fed. Cir. 1987). A “tool” is 
described as “{a] hand-held implement, as a hammer, saw, or drill, used in accom- 
plishing work.” Webster’s II New Riverside University Dictionary, p. 1217 (1984). 
The subject setting tool satisfies this description. It is a hand-held implement used 
to accomplish the work of setting drop-in anchors; that is, the setting tools are held 
in the hand and struck with a hammer in order to secure the anchor bolts in 
masonry or other hard, durable surface 

Imported separately from any other articles, the setting tool, comprised of base 
metal and designed to be used by hand, is prima facie classifiable at GRI lunder 
subheading 8205.59.55, HTSUS, which provides for other handtools not elsewhere 
specified or included, other. The setting tool is not more specifically provided for 
elsewhere in the HTSUS, and it is more aptly described as a tool than as another 
stamped or forged article of metal. 

When the setting tools are imported with the drop-in anchors, the analysis 
changes. GRI 2(b) provides that the classification of goods consisting of more than 
one material or substance shall be according to the principles of [GRI] 3. GRI 3 
provides in pertinent part that composite goods consisting of different materials or 
made up of different components, and goods put up in sets for retail sale, which 
cannot be classified by reference to 3(a), shall be classified as if they consisted of 
the material or component which gives them their essential character, insofar as 
this criterion is applicable. 

In those instances in which the setting tools are imported with the drop-in 
anchors with which they will be used, Customs would consider the articles to be a 
set as contemplated by GRI 3(b). See, generally, the Informed Compliance Publication 
(ICP) entitled “What Every Member of the Trade Community Should Know About: 
Classification of Sets under the HTS” (September, 1999) and EN X to GRI 3(b): 

For the purposes of this Rule, the term “goods put up in sets for retail sale” shall 
be taken to mean goods which: 

(a) consist of at least two different articles which are, prima facie classifiable in 
different headings; 

(b) consist of products or articles put up together to meet a particular need or 
carry out a specific activity; and 

(c) are put up in a manner suitable for sale directly to users without repacking 
(e.g., in boxes or cases or on boards). 

The setting tool is provided with 100 anchors. The two distinct articles make up 
a set put up for retail sale for purposes of GRI 3(b). That is, they are, prima facie, 
classifiable in different headings (see above), they are put together to meet a 
particular need or carry out a specific activity (that of setting the drop in anchors 
so the anchors can perform their intended function), and they are put up in a 
manner suitable for sale directly to users without repacking. Pursuant to GRI 
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3(b), classification of the set is determined on the basis of the component that 
imparts the essential character to the whole. EN Rule 3(b)(VII) lists as factors to 
help determine the essential character of such goods the nature of the materials 
or components, their bulk, quantity, weight or value, and the role of the constitu- 
ent materials or components in relation to the use of the goods. 

Recently, there have been several decisions on “essential character” for pur- 
poses of GRI 3(b). These cases have looked primarily to the role of the constituent 
materials or components in relation to the use of the goods to determine essential 
character. Better Home Plastics Corp. v. United States, 916 F. Supp. 1265 (CIT 
1996), affirmed, 119 F. 3rd 969 (Fed. Cir. 1997); Mita Copystar America, Inc. v. 
United States, 966 F. Supp. 1245 (CIT 1997), motion for rehearing and reconsid- 
eration denied, 994 F. Supp. 393 (CIT 1998), and Vista International Packaging Co. 
v. United States, 19 CIT 868, 890 F. Supp. 1095 (1995). See also, Pillowtex Corp. v. 
United States, 983 F. Supp. 188 (CIT 1997), affirmed, 171 F.3d 1370 (Fed. Cir. 1999) 

Based on the foregoing, we conclude that in an essential character analysis for 
purposes of GRI 3(b), the role of the constituent materials or components in 
relation to the use of the goods is generally of primary importance, but the other 
factors in EN Rule 3(b)(VII) should also be considered, as applicable. In this case, 
the “indispensable function” (Better Home Plastics, supra) of the drop-in anchors 
is to “hold” or “hang” another article. Clearly, the drop-in anchors perform this 
function, with the setting tool performing the subsidiary function of securing the 
anchors. Accordingly, we conclude that the drop-in anchors impart the essential 
character of the set. When packaged for retail sale and imported as a set, the 
classification of the set would be under subheading 7318.19.00 for the steel an- 
chors in NY A89247 and under subheading 7907.00.60, HTSUS, for the zinc alloy 
anchors in NY A89248. 

The determination that the base metal setting tools are classifiable under head- 
ing 8205, HTSUS, comports with prior rulings of this office. In New York Ruling 
Letter (NY) D88844, dated March 10, 1999, a similar setting tool was classified 
under subheading 8205.59.55, HTSUS, which provides for other hand tools. 


Holding: 


The base metal hand tools for setting drop-in anchors are classifiable as follows: 


If imported separately from any other article, the base metal hand tools are 
classifiable under subheading 8205.59.5560, HTSUS, which provides for other 
handtools not elsewhere specified or included, other. 


If imported with the respective fasteners, it is our determination that, in accor- 
dance with GRI 3, the articles will be considered to be ancillary to the fasteners 


c 


(which impart the essential character to the importation) and classified with the 
fasteners. 


Effect on other Rulings: 
NY A89247 and A89248 are hereby MODIFIED, only as they apply to the classi- 


fication of the setting tools. 


JOHN DuRANT, 
Director, 
Commercial Rulings Division. 
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